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LEASE OPTION AGREEMENT

.. .-Bhis Lease Option Agreement (“Agreement”) is made and

McNLEESAYY Ve this 30th day of September, 1987, between THE ATCHISON,

TOPEKA AND SANTA FE RAILWAY COMPANY, a Delaware corporation and
its wholly owned railroad subsidiaries outlined on Exhibit "A"
(collectively referred to herein as "ATSF") and SANTA FE ENERGY

COMPANY, a Texas corporation ("Energy"”).

WHEREAS, the parties hereto desire to provide for the
exploration, development and production of pil and gas, including
all 1liquid and gaseous hydrocarbons and all other minerals
produced 1in association therewith from lands in which ATSF

claims, controls or may own an interest.

NOW, THEREFORE, in consideration of the payment of $5,000.00
cash, the receipt of which 1is hereby acknowledged, and the

ATSF and Energy agree to

FILED

Lincoln County, Oklahoma

covenants contained in
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shall have the meanings set forth in this Paragraph 1. u/

(a) Hydrocarbons shall mean crude oil, gas, casinghead gas
and all other gaseous or 1liquid hydrocarbons and all other
mineral substances produced in association therewith, including
helium, sulphur and COZ' Hydrocarbons shall not include coal,
uranium, potash or any mineral not produced in association with

Hydrocarbons.

-

(b) SUBJECT LANDS shall mean all lands described on Exhibit
"A" attached hereto (which will be amended pursuant to Paragraph
2(b.)) in which ATSF may own or may claim an interest in

Hydrocarbons currently and during the term of this Agreement
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which are not now subject to any valid and subsisting o0il and gas
lease, or o0il, gas and mineral lease. However, this Agreement
shall also include any of such lands which are now subject to
valid leases at such time as the existing leases expire or
otherwise terminate, either in whole or in part.

(c) x ration Activities shall mean o0il and gas industry
generally accepted methods of all surface or subsurface
geological and geophysical work performed on the Subject Lands,
subject to the terms of Paragraph 5(e) hereto, or any lands whose
border has at least one point in common with the Subject Lands,
and any other 1lands in the vicinity of Subject Lands which are
included in a geophysical survey of the Subject Lands, including,
but not limited to field sampling, photogeology, seismic surveys,
gravity surveys, magnetic surveys and any similar geophysical
surveys or studies, core drilling, and the drilling, testing,

completing and equipping of an oil and/or gas well.

(d) Exploration Reports shall mean the logs, test reports,

surveys and other reports resulting from the performance of

Exploration Activities.

(e) Option Period shall mean a period commencing on the
date of this Agreement and ending on the twentieth anniversary of
that date, wunless this Agreement -.is earlier terminated as

provided herein.

Paragraph 2: Title to Subject Lands

(a) ATSF does not warrant title to or quiet enjoyment of any

of the Subject Lands or of any interest in the Subject Lands.

(b) ATSF shall make available to Energy during the term of
this Agreement, and during normal business hours, all documents

within its control which relate to ATSF interests in

¢GG0YZ



1 6654

Hydrocarbons. Energy shall make every reasonable effort to
notify ATSF of any pending title curative action with respect to
the Subject Lands as a result of Exploration Activities.
Energy's obligations under this Agreement shall remain in full ™

force and effect notwithstanding- any claims of paramount title to G

-
e

the Subject Lands by any third party; provided, however, if it is N
determined that ATSF has received payments to which Energy is
entitled, then ATSF shall reimburse Energy. ATSF shall provide
to Enerqgy data necessary to prepare a description of all Subject

Lands owned by ATSF and Exhibit "A" shall be amended accordingly.

PARAGRAPH 3: Exploration Rights

(a) Subject to all rights in Hydrocarbons in the Subject
Lands existing during the term of this Agreement, and further
subject to the terms of Paragraph 5(e) hereto, ATSF assigns to
Energy 1its rights to conduct Exploration Activities on the
Subject Lands for Hydrocarbons for a period commencing on the
date of this Agreement and ending on the twentieth anniversary of
that date or on the date of the earlier termination or

cancellation of this Agreement.

(b) Subject to the provisions of Paragraph 5(c), during the
term of this Agreement, ATSF shall not grant or convey to any
third party, other than to Energy or its affiliates or their
respective successors or assigns, any options, licenses or leases
or any other character of interest for the development or
production of Hydrocarbons from beneath the Subject Lands,
provided, however, that nothing in this Agreement shall prevent
ATSF, its lessees, 1licenses, other assignees and agents from
exploring for, developing, mining, producing, or processing any
material c;' substances, excluding Hydrocarbons, on the Subject
Lands. ATSF agrees that it will not grant any renewals or

extensions of any currently existing options, licenses or leases
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regarding the development or production of Hydrocarbons on the

Subject Lands.

NN
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(a) Energy agrees to make any Exploration Report pertaining -9
to the Exploration Activities of Energy on the Subject Lands
available for inspection by ATSF at Energy's principal place of
business upon written notice within a reasonable time following
completion of the project. ATSF shall not make any disclosure of
such Exploration Reports to third parties without the prior
written consent of Energy. Notwithstanding the foregoing, Energy
shall not be required to disclose to ATSF any Exploration Reports
or information obtained from third parties who have proscribed
any further release by Energy. All of Energy's proprietary
rights to the Exploration Reports shall remain in Energy until
such time as Energy shall elect to surrender same. All trading
rights with respect to Exploration Reports shall remain the
exclusive property of Energy. Energy shall require that any
person to whom Energy discloses data or information derived from
or concerning the Subject Lands maintain the confidentiality of
the data or information. The duties of non-disclosure and

confidentiality shall survive the termination or cancellation of

this Agreement.

(b) Energy will deliver to ATSF, upon written request,
copies of reports concerning the  Subject Lands which it files
with governmental authorities together with copies of all
assignments or subleases granted by Energy pertaining to the

Subject Lands.

-

PARAGRAPH 5: Option to Lease

(a) For so long as this Agreement is valid and effective,

ATSF grants to Energy the exclusive option to acquire an 0il and
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' Gas Lease(s) substantially in the form attached hereto as Exhibit
"B". Such lease(s) shall cover all or any portion of the Subject
Lands except insofar as any portion of such lands that may then

be subject to an o0il and gas lease or leases in favor of others.

GO¥<

<
(b) Each lease to be granted to Energy shall be granted byw

ATSF within 30 days of Energy's written request for such lease.

(c) If during the Option Period any third party approaches
ATSF or Energy and requests a lease covering all or a portion of
the Subject Lands, Energy shall have a right of first refusal to
obtain a lease from ATSF on the same terms and conditions. In
the event Energy does not exercise this right of first refusal,
it shall negotiate on behalf of ATSF to obtain the best t;er..'ms‘
possible considering all surrounding facts and circumstances and
shall waive the right granted by Paragraph 3(b) to allow ATSF to
issue a 1lease to such third party. ATSF shall in no event be

required to issue a lease on terms less favorable than those

described in Exhibit B.

(d) In the event that Energy should initiate a lease
request to ATSF under the terms of this Agreement, Energy shall
pay a bonus consideration of $200.00 per lease, such bonus to
accompany Energy's counter-executed copy of the lease upon its

return to ATSF. .

(e) Due to the multiple use aspects of the Subject Land,
Energy shall not conduct any Exploration Activities, including,
but not 1limited to geophysical or similar surveys or drilling
activities on Subject Land without the express written consent

of, and at _terms agreeable to, ATSF.

(£) All O0il and Gas Leases granted by ATSF may, for

recording purposes only, be reduced to memorandum, which
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memorandum shall be recorded in the county records of the county

where the leased Subject Lands are located.

(g) Energy will be responsible for the £filing of all lease
memoranda and for the payment of filing fees and will furnish

ATSF with recording information.

PARAGRAPH 6: Surrender of Subject Lands

Energy may at any time surrender 1its rights wunder this
Agreement with respect to any or all of the Subject Lands. The
surrender of Subject Lands shall be effective upon the delivery
to ATSF of (i) a notice of surrender, and (ii) a valid release
of Energy's entire interest in the surrendered Subject Lands
recorded in the county where the surrendered lands are 1located.
The notice of surrender shall contain a legal description of the
surrendered Subject Lands. In the event all Subject Lands are
surrendered hereunder, the Option Period shall expire and this

Agreement shall terminate.

PARAGRAPH 7: Indemnity

(a) Energy shall defend, indemnify and hold ATSF harmless
from and against all demands,-liabilities, obligations, claims,
losses, damages, penalties, causes of.action and proceedings, and
all costs and expenses incurred by ATSF in connection therewith,
except as to curing of title matters not requested by Energy,
including without 1limitation reasonable attorneys®' fees, court
costs and costs of depositions, transcripts, expert witnesses and
printing imposed upon or incurred by or asserted against ATSF or
ATSF's interests arising out of or related to (whether directly
or indirectly) any act or omission by Energy or any person acting
for, or on behalf of, Energy with respect to this Agreement. In
case any action, suit or proceeding is brought against ATSF by

reason of any act or omission of Energy, ATSF will notify Energy

-
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" of such action, suit or proceeding and Energy may, and upon
ATSF's request, shall without expense to ATSF, resist and defend
such action, suit or proceeding, or cause the same to be resisted

and defended by counsel designated by Energy and approved by ATSF.

(b) ATSF shall defend, indemnify and hold Energy harmless
from and against all demands, causes of action and proceedings,
and all costs and expenses incurred by Energy, in connection
therewith, except as to curing of title matters not requested by
ATSF, 1including without 1limitation reasonable attorneys' fees,
court costs and <costs of depositions, transcripts, expert
witnesses and printing imposed upon or incurred by or asserted
against Energy or Energy's interests arising out of or related to
(whether direc£1y or indirectly) any act or omission by ATSF or
any person acting for, or on behalf of ATSF with respect to this
Agreement. In case any action, suit or proceeding is brought
against Energy by reason of any act or omission of ATSF, Energy
will notify ATSF of such action, suit or proceeding and ATSF may,
and upon Energy's request, shall without expense to Energy,
resist and defend such action, suit or proceeding, or cause the
same to be resisted and defended by counsel designated by ATSF
and approved by Energy. ATSF's obligations under this Paragraph
7 (b) shall not extend to any person other than Energy which
other person exercises the rights of Energy under this Agreement

or is an assignee of Energy's rights under this Agreement.

(c) (1) The indemnitor's obligations to indemnify under
paragraph 7(a) or (b) shall not extend to liability, claims,
damages, losses, or expenses, including attorneys' fees,

arising out of:

(i) the preparation or approval of maps, drawings,
opinions, reports, surveys, change orders, designs or
specifications by indemnitee, or the agents or

employees of the indemnitee, or

8
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(ii) the giving of or the failure to give directions or
instruction by the indemnitee, or the agents or
employees of the indemnitee, where such giving or
failure to give directions or instructions 1is the
primary cause of bodily injury to persons or damage to

property.

(2) The indemnitor shall have no obligation under
paragraphs 7(a) or (b) to indemnify the indemnitee

against loss or liability for damages for:

(1) death or bodily injury to persons; or

(ii) damage to property; or

(iii) any other 1loss, damage or expense arising under

(i) or (ii) or both; or

(iv) any combination of these, arising from the sole
or concurrent negligence of the indemnitee or the
agents or employees of the indemnitee or any

independent contractor who is directly responsible to

3
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the indemnitee, or from any accident which occurs in

operations carried on at the direction or under the
supervision of the indemnitee or an employee or
representative of the indemnitee or in accordance with
methods and means specified by the ‘indemnitee or

employees or representatives of the indemnitee.

PARAGRAPH 8: Relationship of Partijes

The parties intend that Energy shall serve as an independent
contractor hereunder. The conduct and control of the activities

to be performed hereunder shall be at Energy‘'s sole discretion.
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Neither Energy nor any person acting for or on behalf of Energy
hereunder shall be considered an agent, employee, joint venturer
or partner of ATSF for any purpose, and the employees of Energy
shall not be entitled to any of the benefits which ATSF provides

for ATSF's employees.

PARAGRAPH 9: Choice of Law and Forum

This Agreement and all matters arising out of or relating to
this Agreement shall be governed and construed according to the

laws of the State of Texas.

PARAGRAPH 10: Wajver

Failure by ATSF or Energy to enforce any provisions of this
Agreement shall not constitute a waiver of rights. All waivers
shall be in writing, be identified as a waiver, designate the

right waived, and be signed by the waiving party.

PARAGRAPH 11: Successors and Assigns

This Agreement shall inure to and be binding upon the
successors of the parties hereto. ATSF and Energy may assign
their interest under this Agreement, in whole or in part,
provided, however, that the assignee assumes the assignor's
duties and obligations hereunder and ATSF or Energy shall provide
notice of any such assignment to the other party within a

reasonable period of time after assignment.

PARAGRAPH 12: Paraqgraph Headings

All headings of the .paragraphs in this Agreement have been
inserted for convenience only, are not a part of this Agreement,
and shall in no way affect the interpretation of any provision of

this Agreement.

veen:?2
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PARAGRAPH 13: Recording of Memorandum of Agreement

This Agreement may, for recording purposes only, be reduced
to memorandum, which memorandum may be recorded by Energy in the
county records of the counties where the Subject Lands are
located. Upon termination of this Agreement, Energy shall record

appropriate releases in the records of said counties.

PARAGRAPH 14: Notices

Such notices or other communications required or permitted
shall be deemed to have properly been given or delivered when
delivered personally or when sent by Certified Mail, Return
Receipt Requested, or telegraphed with all postage and charges

prepaid to the parties at the following addresses:

Vice President - Operations
The Atchison, Topeka and Santa Fe Railway Company
80 East Jackson Boulevard

Chicago, Illinois 60604
Santa Fe Energy Company
1616 South Voss Road, Suite 1000

Houston, Texas 77057

or to such other address as either party may from time to time

direct by notice to the other party at its previous address.

=10
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By: fﬁM By: ___MQA&»«\ (\.4‘(
Assistant Secretary

Title:
ATTEST:
By: By: %&j@;{
Title: Y-
ATTEST:

STATE OF TEXAS

COUNTY OF HARRIS

This instrument was acknowledged
of DT nbiq

beforg me this ﬁ_day
1987, by di.Buidurdl
President of SANTA FE ENERGY COMPANY,

a corporation.

IN WITNESS WHEREOF, I hereby set my hand and seal of office

STATE OF ILLINOIS

COUNTY OF COOK

(@mi‘bs instrument was acknowl_edg_ed
gy

President of

M§ Commiszion Exniras Az d

Z.ZS: iu33

COUNTY OF LincoLn
STATE Of OkLAHOMA | IS OFFICE OF

THE C
v __SHARON K. TURK CUNTY GLERN

offics on the Qj/m.' g .M"’-"‘“’"’hm

— —Aié&é;,]’ﬁﬂ /2.

ot s 1 b /L7 ot L
[N WITNESS WHEREOF, | have hersunto m&iL'

O7Reed seal. The seat of my offics thie </ jand and

—_SHARON K. Typk % e, 1970,
County Clark

~ Deouty
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EXHIBIT “A"

AGREEMENT DATED AS OF SEPTEMBER 30,
TOPEKA AND SANTA FE RAILWAY COMPANY AND SANTA FE

ATCHISON,
ENERGY COMPANY

SUBJECT LANDS

COMPANY

The Atchison, Topeka and
Santa Fe

The Dodge City and Cimarron
Valley Railway Company

The Garden City, Gulf and
Northern Railroad Company

The Kansas Southwestern
Railway Company

The Clinton and Oklahoma
Western Railroad Company

Rio Grande, El1l Paso and
Santa Fe Railroad Company

The Gulf and Inter-State
Railway Company of Texas

Fresno Interurban Railway
Company

-+ vouoJI

ATTACHED TO AND MADE A PART OF LEASE OPTION

1987 BY AND BETWEEN THE

STATES
~California, Arkansas,'ﬁéw
Mexico, . Texas, -Louisiana,
.Oklahoma, - Colorado, -Kansas,

Missouri, 'Towa and Illinois.

. Kansas, “Colorado

. Kansas

. Kansas

-Oklahoma

" Texas

. Texas

+California

iC0.
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Form 1628 Standard

Approved by General Counsei 1 6 B 6 4

oW
-
(@
S

SECRETARY'S CONTRACT NO. ..

BETWEEN

THE ATCHISON, TOPEKA AND SANTA FE RAILWAY COMPANY

and

: =+ A GREEMENT — ——— = =i

Nan-Dirilling Oil and Gas Lease
covering Santa Fe Land in

Dated 19



RECITALS:
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LEASE, made and entered into as of this
day of . 19 . by and between THE

ATCHISON, TOPEKA AND SANTA FE RAILWAY COM-
PANY, a Delaware corporation (hereinafter cailed “Santa Fe™)

ana

hereinafter. whether one party or more. cziled “Lassea™" -

WITNESSETH:

.~
—_— — e -
= = e ol = I
- A — e - c— ——— . — . " e — - W B 4 8@ — —— - — -




—-— of any discovery and thereafter take such action as Santa Fe may thereafter reasonably request to prevent the waste and
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The land descnbed above is hereinafter referred to as “Santa Fe Land.
Lessee is the owner, or has a working agreement with the owner, of certain oii and gas leases covennyg properies in or
near the said ..

As said properucs have direct bearing on Santa Fe Land. and inasmuch as thev surround and. or abut Santa Fe Land. Lessee
desires to obtain from Santa Fe an oii and gas lease covering Santa e Land so as to permit Lessee to consoiidate Sama v Land
with adjacent prouerues. to the extent heremnalter sct out. for tire purpose of o anu 2as deveiopment 2nd operauon.

Santa Fe azrees o lease the Santa e Land to Lessee for thus purpose. subpect to the limitauons and conditions herein-
after <t torth.

AGREEMENT:

Thie parties Lereton for the consdeidons e ies euDiesscd, st as s,

1. Santa Fe. :or and in consideration of the swmn of .. /”"//””‘/fe"/;”‘{'v’//oo- e
............................................ 4 SRS RPTUROT | @ | 5 SR Y 13
:§....299.00 . . the receipt of which is hereby acknowledeed. and of the covenants and agreemcnts hereinafter con-

tained on the part of Lessee to be kept and performed. does hereov ¢rant. lease and let the Santa Fe Land exclusively unto
Lessee. with the nznt and permission given Lessee to puol or combine all or anv part of the Santa Fe Land with adjacent
lands into driiling unuts. in order properiv to deveiop and operate the Santa Fe Land for the soie and oniy purpose of produc-
ing ‘the oil. gas. and ail other fluid hydrocarbon substances thereirom. Lessee shall execute a written instrument designating.
identifving and describing any driiling unit or units created hereunder. shail file same with the Countv Clerk of the County
wherein the Santa Fe Land is situated. and shall mail a copy of such unit designation to Santa Fe. Lessee may eiec: to exer-
cise said pooling option after commencing operations for or completing an ol or gas well, and the pooled unit may include,
but is not required to include, land or leases upon which a well capable of producing oil or gas in paving quantities has there-
tofore been completed or upon which operations for the drilling of a well for oil or gas have theretofore been commenced.
Operations for driiling on or production of oil, gas, and all other fluid hvdrocarbon substances from a pooled unit which includes
all or a part of the Santa Fe Land, regardless of whether such operations for drilling were comimenced or such production was
secured before or after execution of this instrument, or the instrument designating the pooled unit, shall be considered as
operations for driiling on or production of oil, gas, and other fluid hydrocarbon substances from the Santa Fe Land. Pro-
vided. however, that no pooled unit so created for oil hereunder shall exceesd forty (40) acres in area. and that no pooled unit
so created for gas snall exceed ... hundred {owne ) acres in area, plus in either case a tolerance of 10 ; but
provided further that if spacing reguiations of the ;
or any other governmental authority having jurisdiction in the marter, shail prescribe a spacing pattern or shall allocate a pro-
ducing allowable based in whole or in part on acreage per well. then the unit or units herein contemplated may have the maxi-
mum surface acreage content so prescribed or allocated, even though such unit may exceed forty (40) acres or

hundred { ) acres respectively. Any rovalty due Santa Fe as a result of its participaton in this agreement
shall be determined in the manner hereinafter provided.

2. Santa Fe reserves unto itself the right to make such uses of the Santa Fe Land as Santa Fe may desire in its sole
discretion.

3. While it is hereby agreed that the Santa Fe Land herein and hereby leased to Lessee may be operated and developed
as a part or parts of a drilling unit or units composed in part of other land, Lessee agrees not to driil any weil on the surface
of the Santa Fe Land under any circumstances, and further agrees not to place any slush pond, pipe line, tank or other
structure upon any part of the Santa Fe Land without the prior written consent of the President or a Vice President of Santa
Fe in each instance. the only purpose of this agreement being to permit Lessee to drain oil, gas, and all other fluid hydrocarbon
substances lying beneath the surface of the Santa Fe Land. Lessee shall not drain, extract, or remove any material or sub-
stance other than oil, gas, and all other fluid hydrocarbon substances from beneath the surface of the Santa Fe Land except
as is reasonably necessary for the efficient recovery of oil, gas, and other hydrocarbon substances. In the event Lessee dis-
covers any other material or substance beneath the surface of the Santa Fe Land, Lessee shall notify Santa Fe within 10 days

faclitate the recovery of such other material or substance.

,yat its sole expense, develop and drill protection wells, prevent drainage by drilling offset wells, diligently
L{s fhe extart dllowed by 13w ond consishent with the terms of #is Jease,
—_0

4. Lessee snall

P
i
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explore and develop every driiling unit which includes any portion of the Santa Fe Land. and market the oil. gas, and
all other fluid hvdrocarbon substances produced from the Santa Fe Land and from every driiling unit which includes anv
portion of the Santa Fe Land.

5. Santa Fe agrees that, on production from any drilling unit that includes the Santa Fe Land or any part thereof. it
shall receive oniv such proportion of the rovalty stipulated herein as the amount of Santa Fe Land placed in such drilling
unit bears to the total acreage in that unit. Santa Fe further agrces that if title to anv of the Santa Fe Land in a particular
driiling unit is =t any ume during the scrm of this leasc not owned exciusiveiv DY .ooc.. oeee.

either in iee simpic absoiute or by basc or determinable fee. the rovaltics to be paid Santa Fe by Lessee on production from that
unit shall be reduced proportionatelv. Subject to the terms hercoi. Lessee agrees to nav to Santa Fe the foilowing rovaltics.

to wit:

1 O i fﬁf(( - ::k.{e.qﬂfl/; .3//‘ AL st D ewaned iom She i
and from cuery dniiing ame siich ncludes anv potton of the Sama De Lanae e same o be deiivense ag e soets ;
Ar o the ettt of Santa et the pee Hee or tanks o whinen Lesses’s suell e e Sy e connected o gt Santa
Fe's apuon. Lessee shail pav Sanea Fe s rovalte proportion e the srocersds oi 3z o soid dunng eacn caiencar
month.

‘br  On gas produced from the Santa Fe Land and from everv driiling unit which inciudes anv portion cf
the Santa F= Land. the masies price,at the well of .. e Siafcenr’h /0 * of the gas
produced. received

‘c:  On all other fluid hydrocarbon substances recovered from the Santa Fe Land and from everv driling
unit which inciudes any portion of the Santa Fe Land. Tiree - vixteents P ' oof
the market—arocor Ec hvdrocarbon substances recovered.

price rrceived for receives A(

(d) The royalties due Santa)Fe pursuant to (a), (b), and (c) shall be computed on the basis of the et
musr prices for which Lessee . such oil, gas, and all other fluid hydrocarbon substances. wader—applicedie

In the event that Lessee obtains from ail other lessors whose lands constitute any drilling unit which includes a portion
of the Santa Fe Land, the right to use. free of charge, oil, gas, or any other fluid hydrocarbon substance in the Lessee's opera-
tons on such driiling unit, the rovalties provided for in (a), (b), and (c) above shall be computed on net production after
deducting the amount of oil, gas, and any other fluid hydrocarbon substance used by Lessee in its operations. Rovalties
from each drilling unit shall be retroactive to the date of the first production from that driiling unit.

Where a gas well or wells located on any drilling unit. as designated herein, are producing gas and such gas is not sold or
used, Lessee may pay to Santa Fe as rovalty, on or before each anniversary date of this iease occurring arter the expiration of
ninety (90) days from the shutting in of said well or wells, ONE HUNDRED AND NO/100 DOLLARS ($100.00) per well
per annum; and if-and so iong as such royalty payment is made, it will be considered that gas is being produced in paying
quantities from said well or wells under this lease. If any part of the Santa Fe Land is pooled with any adjoining acreage
under the terms of this lease and Lessee desires to invoke the above provisions relative to the payment of $100.00 per well per
annum, said pavment of $100.00 per well per annum, shall be made to Santa Fe regardless of how or to what extent the
Santa Fe Land may be pooled with any other acreage.

6. Subject to any governmental regulations, each well drilled under the provisions of this agreement shall, so long as it
is capable of producing oil, gas. and other fluid hydrocarbon substances, in paying quantities, be operated by Lessee as a
- reasonably prudent operator in the same or similar circumstances would operate such a well.

7. Lessee agrees at all times to conduct operations hereunder, as such may have bearing on the Santa Fe {..and, n a

careful and workmanlike manner, in conformity with the requirements of any Federal, State or Municipal authon'r.y, and so

" as not in any way to interfere with the use or enjoyment of the Santa Fe Land including, but not lix:r_zit‘cfl_t_o_,ia.n_ta I:'e s safe and
"' convenient operation of its railroad. "

- = s e —— i o — b = —

e 8. . Lessee agrees to indemnify and save harmless Santa Fe from and against all claims, demands, acuons or causes Oi
action of whatsoever character, in behalf of any person, natural or corporate, which are the result of the acts or omissions 0




Lessee. Upon receipt of written notice irom Santa Fe, Lessee shall forthwith assume the defense of such claims, demands,
actions or causes of action, and shall save and hoid harmiess the Santa Fe irom and against all loss, cost, expense and liabiiitv
by reason thereof.

Without in anv way affecting Lessee’s obligations to Santa Fe under the remainder of this Section 8, Lessee shall be
liable to Santa Fe for all costs and expenses incurred by Santa Fe as a resuit of any subsidence or other change in elevation of
the surface of the Santa Fe Land and for ail damages to the Santa Fe Land which are the resuit of any subsidence or other
change in elevaton of the Santa Fe Land.

9. Santa Fe, at all reasonable umes during oifice hours. shall have access to Lessee’s records and books of account re-
lating to the production of oil. gas. and ail other {luid hydrocarbon substances from any driiling unit or units of which the
Santa Fe Land or anv part thereof consututes 2 part. However. only such representatives of Santa Fe as are dulv authorized
Dv it 11 writing 10 exammine sucn records and 300ks ol account need be given access thereto by Lessec.

SEQuiney

10 AL moness due Saima Fe by Lessee hereunder shail be paid v Lessee to the Treasurer of Santa Fe. 1320 Juweeson
Suect. Tonesa, Karsas 80028, See
dar month for ail ei. was! and other {luid
title of .
to the Santa Fe Land shall come into iitigation. Lessee may withhoid payment of rovalties to Santa Fe until final adjudica-
tion or other settlement of such itization.

‘or and paviment of ail rovaites stiail he macde on or betore the iast dav of each calen-
iindrocarbon substances produced and sold dunng the preceding caiendar month. 1f

11. Lesses shail pav all taxes of everv kind as currently levied and assessed upon or against ail of Lessee's leaserold
interest in the oii. zas, and all other fluid hydrocarbon substances in and under said Santa Fe Land and/or as measured by
the production thereof, provided, however. ‘a: that Lessee shall not be responsible for any income tax accruing upon Santa
Fe's income irom the production from said Santa Fe Land, (b) that nothing in this Section 11 shall prevent Lessee or Lessee’s
heirs, executors, administrators, successors or assigns, from in good faith contesting the validity of any tax or taxes which
they may deem illegal, and (c¢) that if a legal contest of any such tax or taxes shall be pending upon the date such tax or
taxes shall become delinquent, or if such contest shall be instituted within ten (10) days after such tax or taxes become delin-
quent, Lessee shall not be required to pay any such tax or taxes until ten (10) days after the final determination of such contest,
whereupon Lessee shall pay all such tax or taxes that shall not have been eiiminated by such contest, together with any and
all interest and penalties thereon which may then be due, and all costs and expenses of such contest.

Lessee shall keep the Santa Fe Land iree of all liens and encumbrances which might attach as a result of Lessee's acts
or omissions. In the event that such a lien or encumbrance does attach to the Santa Fe Land, Lessee shall, at its own expense,
take all action necessary to discharge, sadsfy, cancel, or otherwise remove such lien or encumbrance. In the event that
Lessee faiis to commence such acton within thirty (30) days after Lessee has knowledge of the exastence of such a lien or
encumbrance. Santa Fe shall have the opdon to take all action necessary to discharge, sadsfy, cancel, or otherwise remove
such lien or encumbrance, and Lessee shall be liable to Santa Fe for all costs and expenses incurred by Santa Fe in taking
such action; provided that Santa Fe's option shall not diminish Lessee’s primary obligation under this paragraph.

12.. Subject to the other provisions herein contained, this lease shail remain in force and effect for a primary term

of e (—=5___.) vears from its date and as to each separate unit designated hereunder, so long thereffter as
oil, gas, and other fluid hydrocarbon substances are produced therefrom in paying quantities; provided, howev-er, this 1.53-"3
shall terminate on , 19 , as to all, or any part, of the Santa Fe Land not included in a

drilling unit on which a well has been commenced and drilling or reworking operations are being diligenty prosccuted,;
less Lessee shall, on or before said date, pay or tender to Santa Fe the sum of
=== ($ =::-c: oo ) per acre for any such Santa Fe Land, which payment or tender shall operz - _
the privilege of deferring for a period of one year from said date, commencement of said-dritling or reworking operations
affecting any such Santa Fe Land. In like manner and upon like_payment-orfender annually of said rental by Lessee, on
ar before each anniversary date of this lease. com €nt of drilling or reworking operations affectng any such Santa Fe
or—SUCCessive one-year periods during the primary term of this lease. The payment or tender
of rental b or draft mailed or delivered to Santa Fe on or before any such date. The cash con-

ntal and cover

~13.7_If, during the primary term of this lease and before discovery of oil, gas, or other fluid hydrocarbon substances on
a drilling unit of which the Santa Fe Land or any part thereof constitutes a part, Lessee shall drill and abandon a dry hole or
. . holes thereon, or if at any time after discovery of oil, gas, and all other fluid hydrocarbon substances on such f‘lr.xllmg unit,

production thereof should cease from any cause, this lease shall not terminate as to Santa Fe Land in such drilling unit <

ceonNni-7
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ing’ the primary term of this lease commences or resumes the payment or tender of rentals applicabie 19 Saate—Fe Land in
said drilling unit, on or before the rental paying date (if any) next ensuing he—exprraudn ol sixty (60) days from date
of completion and abandonment of said dry hole or_hales—er—7¢ cessauon of production. If during the last vear of the pri-
mary term and prior to discovervy of qil gxs;3r other fluid hvdrocarbon substances on such driiling unit, Lessee shall dnil
and abandon a d ot Teon. no rental payment or drlling or reworking operauons shall be necessary in order to keep
T L Z - F—errth rt—Suring-the—remarhaer—oft—theormmar—erm= [ at the exniration
of the primary term. oil, gas, or other fluid hydrocarbon substances are not being produced on anv such driiling unit. but

Lessee is then engaged in operations for driling or reworking of anv weil or weils thereon. this lease shail remain in force as P
to such dniling unit so long as driiling or reworking operations thereon are prosecuted (whether on the same or different weils) s
with no cessation of more than sixty {60} consecutive days and. if thev resuit in production. so iong thercaiter as oii. 7as. and ¢
othcrlsr'lléi.% hvdrocarbon substances are produced from said driling unit. 4
13 (b) =
i+. No wawer by Santa Fe of any right to terminate :his icasc sitail he Beid to be a watver of anv subsequent -
lermunate: nmor snad anv ermunaton of this agreement reiease or reieve Lessew fromoany Liabiing or shizzagon acetued prior
to the date of termunauon. or tiiereafter, in case DY the terms of this instrument it is expressiv broviaed that anvtiing shaii be
done after such termination.
,-ggafd(d —

153. Whenever. as to all or any part of the Santa Fe Land, Lessee’s rights under this lease shail be terminaed in anv
manner whnatsoever as herein provided. Lessee shall execute in—secordablefomm and deliver to Santa Fe a legally'suificiens
release of such Santa Fe Land so affected. Lessee may, at 2nv tume. bv executing and deiivering o Santa Fe a suitabie fre-
lease in—+ecordabieomm. release ail or any part or parts of the Santa Fe Land and be reiieved of ail unaccrued obligations

as to such released land, ther zhe = 3 z by * iR
the-aereege—released—bears—to—the—aereage—covered—by—this—esse: provided. however, that Lessee mav not, without the written
consent of Santa Fe, release anv part of the Santa Fe Land pooled in a drilling unit, as provided for in Secdon 1 hereof. so
long as such drilling unit is producing oil, gas, or other fluid hydrocarbon substances in paying quantides.

16. Lessee shall, at the time of abandonment and in accordance with the rules and regulations of any governmental
body having jurisdiction, plug any abandoned well on any drilling unit of which the Santa Fe Land or any part thereof con-

stitutes a part.

17.  All the covenants and agreements herein contained shall inure to and bind the heirs, executors, administrators, suc-
cessors and assigns of the parties hereto; provided that if the rights of either party hereunder are transferred or assigned,
no such transfer and no such assignment of rights hereunder by either party, or by the heirs, executors, administrators, suc-
cessors or assigns of either party, shall be effective as between the parties hereto until the party making such transfer or as-
signment has furnished the other party hereto a recordable copy of the instrument or instruments effecting such transier or
assignment; and further, no assignment by Lessee of any rignt or rights hereunder in all, or any part or parts, of the S;anta
Fe Land shall reiease Lessee, or any assignee or assignees under Lessee, from any of the covenants or obligations contained
in this lease, but each and all of such covenants and obligations shall extend to and be binding upon Lessee and any such
assignee and assignees. Santa Fe and Lessee shall have the right to assign or transfer this lease in whole or in part on f.he
foregoing terms: provided that prior to any transfer or assignment of this lease, in whole or in parr, for purposes of creating
a unit for secondary, teritiary, or other enhanced recovery operations. Lessee shall obtain the prior written consent of Santa Fe.

18. Performance of each obligation of Lessee under this lease and of each obligation of Lessce implied b?' law, shall
constitute a condition to the continued validity of this lease. Whenever Lessee fails to fulfill any condition of thxs lease, ex-
cept those stated in Section 12, Santa Fe shall have the right to terminate this lease, provided that Santa Fe has given Lessee
thirty (30) davs’ written notce of Santa Fe's intendon to terminate and Lessee has not, within such thirty (30) days, _f‘-‘l'
filled all conditions under this lease. With respect to nonfulfillment of the conditions stated in Section 12, this lease shall
terminate without notice from, or any other action on the part of, Santa Fe.

" In addition to Santa Fe's right to terminate as provided in the foregoing paragraph, Santua Fe shall also have the right

to cancel this lease in the event that Lessee breaches any of its covenants or obligations under this lease, or as implied by

law, provided that Santa Fe shall give Lessee sixty (60) days’ notice of Santa Fe's intenton to cancel. If, during such sixty

(60) days, Lessee corrects all breaches of its covenants and obligations to Santa Fe's satisfaction, Santa Fe shall not can-
cel this lease, but shall have a right to damages from Lessee which result from the breach. Cancellaton shall not be the ex-
clusive remedy of Santa Fe in any event

—_5—
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«12(z). It is uncerstcod ana agreed that in the event sracection is

effeczed in paying cuantities for 2 years sfter expiraticn of the primary
term nereof this lease shall termimate as to all formations 100 feet cr more
meicw the centh to which procucticn cssing has teen cet in the ceecest well

-ii'sc on a unit of wnicn the premises leased herepy are wsCe & I3IT. N

«13(p). It is further uncerstccG and sgreed that the sultsce of ke
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Santa Fe's failure 10 notiy Lessee of the failure of any condition or the breach ¢f any covenant or obligation shall not
constitute a waiver by Santa Fe and shall not bar a subsequent claim of faiiure of any condition or breach of any covenant
or obligation.

12. Should Lessee, because of (a) inability to obtain necessarv equipment or materiai, b} the eifect of anv event
beyond the control of Lessee, or {c: any Federal or State law or any order. ruie or regulation of governmental authority. be pre-
vented from compiying with anv express or implied covenant of this lease. or irom performing anv duty in connection with
drilling or reworking operations on. or producing oil, gas. and otrer fluid hydrocarbon substances from. anv drniling unit of
which the Santa Fe Land or any part thereof constitutes a part, then. wniie Lessee s so prevented. Lessee's obiigaton to com-
ply with such covenant or to perform such duty shall be suspended. and Lessee shall not be iiable in damages for anv such
failure to compiy or perform. This iease shall be extended whiie and so iong as Lessee is prevented by anv such cause irom
combiving with such covenant or conducting drlling or reworking operations on or produc:ng oii. 22s. and other {luid hvdio-
carbon substances from anv drilling unit of which the Santa Fe Land or anv part thereof constitutes 2 part: and the wme whiie
[.essee is 50 prevented shall not he counted against Lessee.

20, Thus icase is executed w:irout warranty of any kind. character or description “wiatsAvvcr, OXDIESS or bnpiicd. =

or on the part of Santa Fe: and no covenant of warranty of anv kind. character or descrniption whatsoever snall be implied bv

32

the use of any word or words herein contained.

IN WITNESS WHEREOF, this lease has been executed in dupiicate by the parties hereto as of the day and vear first
above written.

THE ATCHISON, TOPEKA AND SANTA FE
RAILWAY COMPANY

Vice President

Attest:

Secretary

(Lessee)

Its

Attest:

- —— . —— Nt = b
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Hall 7 62 1M 084 Form 1425 Standerd
{APPROVED BY GENIRAL SOLICITOR)

All or part of the property to which the foregoing instrument pertains is owned by
The Dodge City and Cimarron Vallev Railwav

Company,

hereinafter called “Owner.” and. together with all other physical property of Owner. is in the

pessession of _The ‘rchison, Topeka and Sanra Te Railuay Company.

i3]

hereinafter called “Operating Compary.” under a lease authorizing the making of the fore-
coing instrument by Operatinz Company with the consent of Owner: ard Owner hereby con-
sents to and approves the making of the foregoing instrument with the understanding and
upon the condition that if at any time during the term thereof Owner shall take possession of
its railroad and property, it shall be substituted in the place and stead of Operating Company,
and shall succeed to all of Operating Company’s interest in said instrument for and during the
remainder of any unexpired term thereof.
The Dodge City and Cimarron Vallev Railwayv Company

By
Its _President

? 7
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Hall 782 1M 70684 Form 1425 Standard
{APPROVED 8Y GENERAL SOLICITOR)

All or part of the property to which the foregoing instrument pertains is owned by____

The Carden Citv, Gul: and Northern Railrcad Company

hereinafter called “Owner.” and. together with all other physical property of Owner. is in the

possession of The .tchison, Topeka and Santa Fe Railway

Company.
hereinafter called **Operating Company,” under a lease authorizing the making of the fore-
Zoing instrument by Operating Company with the consent of Owner; and Owner hereby con-
sents to and approves the making of the foregoing instrument with the understanding and
upon the condition that if at any time during the term thereof Owner shall take possession of
its railroad and property, it shall be substituted in the place and stead of Operating Company,
and shall succeed to all of Operating Company’s interest in said instrument for and durmg the
remainder of any unexpired term thereof.

The Carden Ciry, Gulf and Northern Railroad (Company

o mwmm

Its Pres 1denF
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Hall 7 62 1M TD64 Form 1423 Stenderd
(APPROVED 8Y GENERAL SOLICITOR)

All or part of the property to which the foregoing instrument pertains is owned by_____

The Xansas Southwestern Railwav Company,

hereinafter called “Owmner.” and, together with all other physical property of QOwner, is in the

nossession of The Atchison. Topcka and Santa Fe Railwav

Company.
hereinafter called “Operating Company,” under a lease authorizing the making of the fore-
going instrument by Operating Company with the consent of Owner: and Owner hereby con-
sents to and approves the making of the foregoing instrument with the understanding and
upon the condition that if at any time during the term thereof Owner shall take possession of
its railroad and property, it shall be substituted in the place and stead of Operating Company,
and shall succeed to all of Operating Company’s interest in said instrument for and during the
remainder of any unexpired term thereof.

The Xansas Southwestern Railwav

By
Its President

Lreny?7
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Hall 762 1M 064 Form 1425 Stondard
(APPROVED BY GENERAL SOLICITOR)

All or part of the property to which the foregoing instrument pertains is owned by____

N

Rio Crande, F1 Paso and Santa Fe Railroad Company, =
(e

hereinafter called ““Owner,” and. together with all other physical property of Owner. is in the <
possession of The Atchison, Topeka and Santa Fe Railway Company. ‘23

hereinafter called ‘“Operating Company,” under a lease authorizing the making of the fore-
going instrument by Operating Company with the consent of Owner: and Owner hereby con-
sents to and approves the making of the foregoing instrument with the understanding and
upon the condition that if at any time during the term thereof Owner shall take possession of
its railroad and property, it shall be substituted in the place and stead of Operating Company,
and shall succeed to all of Operating Company’s interest in said instrument for and during the
remainder of any unexpired term thereof.

Rio Grande, El Paso and Santa Fe Railroad Company

By

Its Presiden

Rl St
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dall 762 1M 084 form 1625 Stondard
(APPROVED BY GENKRAL SOLICITOR)

All or part of the property to which the foregoing instrument pertains 1s owned by _____
The Gulf and Inrer-State Railwav Companv or Texas, RN

hereinafter called “Owner,” and, together with all other physical property of Owner, is in the

possession of. The Atchison. Toneka and Santa Fe Railwav Company,
hereinafter called “Operating Companyr,” under a lease authorizing the making of the fore-
going instrument by Operating Company with the consent of Owrer; and Owner hereby con-
sents to and approves the making of the foregoing instrument with the understanding and
upon the condition that if at any time during the term thereof Owner shall take possession of
its railroad and property, it shall be substituted in the place and stead of Operating Company,
and shall succeed to all of Operating Company’s interest in said instrument for and during the
remainder of any unexpired term thereof.

The Gulf and Tnter-State Railwav Company ot Texas

o Al N

Its__ President \
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dall 762 1M 7064 Form 1625 Standard

(APPROVED 8Y GENKERAL SOLICITOR)

4 (‘.th\c'

All or part of the property to which the foregoing instrument pertains is owned by

Rl Fresno Interurpan “ailwav Company.

hereinafter called “Owner,” and. together with all other physical property of Owner. is in the

ceens?

possession of The Atchison, Topcka and Santa Fe Railwav Company.

hereinafter called “Operating Company,” under a lease authorizing the making of the fore-
going instrument by Operating Company with the consent of Owner: aird Owner hereby con-
sents to and approves the making of the foregoing instrument with the understanding and
upon the condition that if at any time during the term thereof Owner shall take possession of
its railroad and property, it shall be substituted in the place and stead of Operating Company,
and shall succeed to all of Operating Company’s interest in said instrument for and during the
remainder of any unexpired term thereof.

Fresno Interurban Railway Company

o mmxm

Its PTeES 1d\:nt
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